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CAPITAL VALUES AND GROWTH OF CHARITABLE FOUNDATIONS 


It is apparent from the Cox committee hearings and from the available litera- 
ture on the subject that there is relatively little information from which the 
magnitude and growth of charitable foundations can be judged. 

It seems rather illogical to devote serious and extended consideration to 
this complex problem without having some idea of the number, size, and char- 
acteristic of these charitable organizations that must exert such a great 
influence on our social and economic life. 

The Russell Sage Foundation has published some excellent studies in which 
the actual data available have been limited to a relatively small number 
of foundations. 

The Cox committee reported that it had sent questionnaires to more than 
1,500 organizations. Based on the record in the files, there was a return from 
approximately 70 percent of these organizations. These returns have provided 
the basis for the analysis in this report. 

The Internal Revenue Bureau every 4 years publishes a list of tax-exempt 
organizations in the United States. In the intermediate 2-year period a sup 
plement is published. The latest major list is revised to June 30, 1950, and 
the supplement to June 30, 1952. These are the latest lists available at the 
present time and it will be some time after midyear of this year before a new 
list is available. It so happens that there is quite a close agreement between 
these publication dates just mentioned and the effective dates of the question- 
naires from the Cox committee. A large number of them were as of December 
31, 1951, and a small number at the end of some fiscal period prior to 1952. 

Analysis of this Internal Revenue Bureau list indicates that as of this 
period there were approximately 38,000 tax-exempt organizations in the United 
States. A sampling of the pages in an attempt to identify foundations included 
in this list indicated that there may be an approximate total of 6,300 out of the 
38,000 organizations that might be called foundations. We believe that we are 
within close limits of accuracy if we state that there are between 6,000 and 7,000 
foundations in existence as of this period. 


ACCURACY OF DATA AND DERIVED ESTIMATES 


It should be realized that the ensuing tabulations cannot be accurate from the 
standpoint of good accounting standards. A large proportion of the small 
foundations is not endowed but derives its capital from recurring contributions. 
Some endowments are reported at book value and others at market value. These 
must be accepted as reported. It is believed that the greater part of the total 
value is based on market value. In the case of foundations with capital of $10 
million and over, essentially all are endowed. 

The questionnaires included in the analysis are of two types: the large and 
form A as described by the Cox committee. Of the total of 952 included in the 
financial summaries, 65 cover foundations with capital in excess of $10 million 
and 887 of less than $10 million capital. Approximately 150 of the form A ques- 
tionnaries were excluded from the financial summaries because information on 
capital, income, or both were omitted from the answers returned. These were 
included, however, in the numerical growth data. 

In the tabulations of capital, endowment capital and current contributory 
capital are added to obtain total values. 


ESTIMATED TOTAL VALUES 


Data from 46 of the large foundations as included in this tabulation were cov- 
ered by the large questionnaires. These are the big-name foundations and were 
specifically and individually selected as such by the Cox committee. The total 
vaiues applying to this group were included without change in the grand totals. 

Nineteen foundations with capital in excess of $10 million were included in 
the tabulations with the S887 that are under $10 million because nearly all of 
these were included with a form A questionnaire. This makes 906 question- 
naires included in the form A group and these are considered to be about 15 
percent of the total remaining foundations in the Bureau of Internal Revenue 
list as previously mentioned. 
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For this reason, the actual values in this group of 906 were multiplied by 6.66 to 
arrive at a total capital value of the foundations estimated to be in the Internal 
Revenue Bureau tax-exempt list. This estimate is considered to be on the 
conservative side and in any event sufficiently accurate as a good indication of 
crowth trends and total values involved. 





FINANCIAL CLASSIFICATION OF FOUNDATIONS 


The financial classification of the foundations made in accordance with the 








foregoing remarks is shown in table I. The first 3 columns show the actual 
results derived from the questionnaires, the last 2 show the estimated total 
values for each size ¢ fication listed. The values shown in the last 2 
( imns are 6.66 times their respective values in the 2 prior columns except for 
the 46 large ones and the resulting grand total as previously mentioned. 
TABLE I 
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It ill be noted that the estimated total capital for the foundations is 
; ly $675 million. Both of these 


nearly $7.5 billion and total annual income near] 
figures will be subject to considerable variation from year to year, in part be 
cause of the proportion of “contributory” foundations in the smaller groups and 
because of varying earnings between good years and bad 

The proportions or percentages of foundations, their capital and their income 
in each capital classification as well as the percentage of income to capital in 
each class are shown in table II. 





Percentage distribution 
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It is of interest to note that the foundations of less than $50,000 capital are 

shown to comprise about 40 percent of the total foundations, 0.5 percent of the 
capital and 5.4 percent of the income with a ratio of income to eapital of 89.2 
percent. These strange ratios result from the fact that these small foundations 
are largely of the nonendowed or contributory type and receive frequent contri- 
butions of cash from creators and friends. Since much of their income is cur- 
rently expended the ratio of income to capital is very high. 
At the other extreme are the large foundations of capital of $10 million and 
over. These account for 7 percent of the number, 56 percent of the endowment, 
and 32 percent of the income. Some cash contributions are occasionally received 
by these and their ratio of income to endowment is about 5 percent. 

An interesting feature of this table is that the ratio of income to capital 
decreases quite steadily as the capital classification 
expected from the foregoing remarks. This decrease 
column of table I. 

The great increase in foundations created in the decade of 1940-49 is featured 
by the large percentage of small foundations which in turn and as previously 
stated are composed of a higher percentage of nonendowed or contributory 
foundations. Based on the answers to the Cox committee questionnaires, the 
following comparative figures apply: 


increases as would be 
is evident in the last 


Nonendowed foundations created: 
Decade 1930-39 
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Percent of total 
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CHARACTERISTIC DATA ON LARGE FOUNDATIONS 
Table III which follows shows data applying to the 65 foundations whose capi- 
tal is $10 million and over: 
TABLE III 


Number of foundations 
Original capital 4__ 
1951 capital 4__-- 


ip a acs ciciapae cic shcnimal ice ieee oie ‘ go hero 65 
io cpa $590, 752, 000 


Sai crea ca iatalte ae Se a __.._... $2, 434, 628, 000 


Ratio 1961 capital to original capital... ssc. <25 + 4.1 
Average annual total income, 1946 to 1951, inclusive $113, 729, 000 
Ratio annual income to 1951 capital____-___-____ pole ta ees 4.7 


Cash on hand, 1951___-_~_- 


Sikiciacianctphodadabln that EAs i $40, 559, 000 


(laste, percent of Income... - es pea fas 30. 7 
nna RE I a $1, 120, 202, 000 


Conditional capital life__._.______ 
Percent perpetual capital life 


Limited capital life___ naj benji es $99, 777, 000 


weal ae ea __..... $1, 214, 749, 000 
Nibasaekn Si seeieasd oak abeadues cammantegeeenn 16. 0 


ROO SEB UOGe CUMUREONE TEC nn ac er ces imeem 4.1 
Percent conditional capital life... .. 1. eee ‘aoe 19.9 
Ger OF COPDOTALIONS. nonce el eee 46 


Number of desocietions. on ncn cee stens 
Number of operating foundations 


Number of trusts 4 eee cel ss ae 17 


i sc ci a a mt a bts ected accents - 19 
Number of nonoperating foundations___------ - oes 26 
Number of combination foundations___--___-_-____ aes 20 


Average capital per foundation 
Average income per foundation__~- 





> 400, 000 
> $1, 740, 000 


1 Includes capital of endowed and nonendowed foundations. 


This table calls for little comment. The slight discrepancy between the figures 
of 5.1 percent in table II and 4.7 percent in table III for earnings as percent of 
capital is explained by the larger percentage of “adjusted” earnings estimated 
for the 19 large foundations included in Form A group as compared with the 46 
in the large group. 

As previously outlined, contributions to the nonendowed organizations are 
considered as income and unexpended funds largely constitute the capital in lieu 
of securities in the portfolios of endowed organizations. This results in a higher 
ratio of income to capital than prevails in the endowed organizations. 

It is also of interest to note the relative proportions of foundation capital in- 
cluded in the perpetual, limited and conditional life classifications. 
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The endowments of large foundations with definitely limited life comprise only 
about 4 percent of the total endowments of this large foundation group while the 
perpetual and conditional groups have 46 percent and 50 percent respectively of 
the totals. There seems to be very little tendency for the trustees of the con- 
ditional life group seriously to reduce their endowments. This might naturally 
be expected. 

lhe numerical data show the number of foundations created each year and 
the financial data show the values of the endowments reported for 1951 for the 
foundations created each year. The accumulated endowments at 1951 values are 
also shown. The values just described are shown in chart I. There is no appre- 
ciable increase or decrease shown in the trend of endowment values added since 
1900. The trend is essentially horizontal for these large foundations. 


GROWTH OF LARGE FOUNDATIONS 


The rate of growth both numerically and in capital values of these large 


foundations during the last 50 years is shown in table IV. 
TaBLe 1V.—Foundations with capital $10 million and over (includes only those 


/ 


reporting on questionnaires ) 
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The influence of some of the large foundations of 1951, but shown in the year 
of their origin, is apparent on the chart. These are shown in the following 
table: 

TABLE V 


Foundation DY See i 


Carnegie Corp 1911 $95 O00 $161 
Rockefeller s 1913 0), OOM 323 
Commonwealth 1918 10, 000 81 
Kresge ; 1024 l ( 79 
Duke e ot 192 ] 
Kellogg l 

Ford ‘ . 19 or 
Hayden_._--- ; 1937 17, 000 
Pew... “= 1 46 
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The Cox Committee 
classified these numerically according to the year of their origin. The numerical 
growth of these regardless of type or size is shown for each year since 1900 and 
the accumulated increase year by year in table VI. These data are also shown 
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NUMERICAL GROWTH OF 1,097 FOUNDATIONS 


files contained about 1,100 questionnaires. We have 


in graphic form on chart II. The numerical-growth trend shown in table VI and 
on chart II is of course confined to the Cox Committee list. It should be reason- 


owth trend of the whole group of foundations on the tax- 
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ring in 1945 is composed preponderantly of the smaller 
foundations and is apparently a byproduct of a change in the tax laws and of 


the American economy. Due to the sharp decline from 


145, the trend of the accumulated increase curve has flattened considerably since 
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Comparative data on cash and income, supplement to capital values and growth 
of charitable foundations 
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It is believed that the data portrayed in this report, while not of provable 
accuracy, are Sufficiently representative of actual conditions to provide reason- 
able guidance in appraising the magnitude of the problems involved. This 
should assist in the consideration of any suggestions that may seem advisable for 
possible legislative action. 

T. M. MONIECE. 















